
JAY R JASIu:LSILY OPA
DIRK(II'OR OF ll:DITIlvo

September I, 2009

VIA ELECTRONIC it)IAIL AND HAND DELIVERY

Mr. Charles L.A. Terreni
Chief Clerk:Administrator
Public Service Commission ot South Carolina
101 EILecutive Center Dr . Suite 100
Columbia. SC 29210

YIA EI.ECTROVIC %IAH. AND OVERNIGHT VIAIL

'Vlr. David R. Carpenter
Director —Rates
Piedmont Natural Gas Companv. Inc.
Piedmont To«n Center
4720 Piedmont Ro«Drive
Charlotte, 'UC 28210

Report of Office of Regulatory Staff I:lamination of Piedmont Natural Gas
Company s Monitoring Report IInder CHAPTER 5, TITLE 58 CODE OF
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(icntlL'nicn:

lhL South ('arolina Oftice ot' Regulator1 Slltff I "ORS"). in accilrdance «ith the Natural (i;ls
Ra(L . &tahl)I/atl&)n AL't. S.( . 4 ode Ann i~q og —&-400 ct scL) I SOPP. '(10g). ("RSA '

L1r I hL Act ).
conductell an esanllnation ot I'iedmont Natural ( ias ( ompluII s I herc;1)tcr -I'iedmont" or "!hc
( onip;ln1 ) Xlonitoring Rcport for the t«elve-nlonth period ended IltarL'h 11. 2()()'). Said
crlallllnatlon lvas conducted )or the purpoiL ot Llctcrmining thc ( 'ompany s compliance « ith

Section og-&-43(I and vlcc(lou ~g-~-A4() ot the Act.



'Ihe Comp&iny reported in its March 31, 200'), ()uarterly Wtonitoring Report a late ol return anil
return on equity ol' N. N7%& a)ill 10.52%, Iespectively. 'I'hc Con)pliny's calculation ol additional
revenue requirelnents totaled $",521.7N4 consisting of a $4, 134,7')N margin increase ai:cor»p;»iieil
by a $&1,613,014 decrease for demand cost over-recovery.

llascd upon its examination, ORS is proposing certain adjustlncnts (scc Schedule 21 to reported
amounts in order to bring the rcport into conlormancc with Section 5N-5-430 and Section iS-5-
440 of the Act.

As a result of the lorcgoing adjustmcnts, ORS calculated thc ('.ompany's rate ol return and return
on col»mon equity as N. 95% and 10.65%, respectively. I'herelore, in accordance with the
guidelines ol the Act, thc ('ompany is entitled to an increase in rates sullicicnt to achieve a return
on equity equaling& 12.60%. Accordingly. ORS rccomlncnds that the Company bc authoriied a
net incrcasc to revenues ol $2,2S'), ').)N. 'I his incrcasc is cor»prised of a recommended nlalgin
incre;ise ot' $3,N7(&,000 and a dccreasc ol $1,616.062 lor dei»and cost ovel-li. eovely. Alter the

proposed increase, the ('.ompany's rate ol return and return on equity will he 1004% lmd

12.60%&&, rcspectivcly.

'I'he Iblloiving& is a sumniary ol' the l)ockets rel;itive to the Conipany's most recent rate
adjustments:

1)atc ol'

Order

f)ocket
Nun)her

A ill oil lit

~Re ucstcd
:L»10 lint

(iranted

Rates ol Return
Rate ('.oliiriioii

I I/07I95
11,'01I02
10,'21,'05

09/27!06
10/12, '07
10,'l4!ON

1995-715-(i
2002-(') 3-(i
2005-125-(i
2005-125-(i
2005-125-(i
2005-125-(i

$ N, N27, 414
$15, ) )6,N') I

$4,672,04N

$11,249,0N6

$1,795,57S
$S,302 0N&)

$7.N07, 207
$N, 3) N1,220
$1,3N7, 964
$6,i33,NN5

($709,140)
$1,N22, 717

10.77%
10 'Ii):o

10.34%
').4N'. &)

9.35%
').33;&)

12.50%
12.60%
12.60%
11 "0"'
11.20%
I I "0"/'

I'hi: follov ing& is a description ol the Schedules prcparcd by ORS as a result of its csamination ol
the Comp;iny&s liling:

Schedule I prcscnts the ('.ompany's opcratin&& e)ipcricncc, rate biise and riites ol return for the yciir
ended March 31, 2009. and ORS's accounting and pro forma adjustments which are necessary ti)

correct or normalize the Col»pany's operations both belore anil alter the ellbct ol the rciluestcil
increase. L.ltiiizing a rate base of $"16,7NI. IN5 and per book income ol' $14,976,302 ORS
computed a rate ol'return on pcr book operations ol'6. 91'!:&& with an accompanyiiig& return oli equity
ol 7.02",0. ORS's accounting& and pro lorma adjustments increased operating& income to
$1'), )75,62S and dceleaseil rate hase to $216.59N, 9&l2. 'I'he return on equity computed hy ORS
litter accounting and pro lbrma adjustmcnts was 10.65%. Alter thc adjustments lor the proposed
margin increase ol $3.N76, 000 and the decrease to demand cost over-rccovcry ol' $1.616,0(i2,
oper;)ting income increased to $1,7i1.904. 'I'hc rate ot return on mte base coniputcd by ORS alter



thc ud)&&sin&cuts I(1r thc pl'of)os«d l»«I'L"1st' Is 10.04 n &vith ll corresponding I'ctul» on &'(fully i)f
12.60"/n.

'Schedule 2 pres&. iits lui «spit»&l&tlof& ol tlic &«count»&~~ i&nif f11'o loi'n&il I&dfustlnc»ts ()RS co»'.i&der»

ncc«ssl&ry I'or thc (:&)n)plu&y's rcport to «onlbrm v, ith S««ti&)n Slf-6-4.')0 u»d Scctii&n S8-S-440 of'

thi.' Act. I'ol' Ci)»lf)iu'iit&VC pili pos«s, th« '&d fust»&«»t» oI both thc ( on&p&u&) inld ()lw. i &u'c pi'«SC»ti:d.

Schedule 3 presents thc cul«ulutio» ot th«vic&«htcil;&i «ra»«cost of «;&pit;&I used Inv thc ('oinpn»&

I» «alcullit»&«&ts r«turn &&n equity both b«lor«;&nd nftei its pl'oposed &ll«r«,'&s« I hc litt«hli»«. as
shovin on Scheilul«1, i» nlloc(&ted hciivcc» Ior&f!-terna debt anil «quity &c«i&rdin(t t&& ih«r«sp«Lt&v«
rlitios iis «omput«il usinf, Ihc (.&&»&pun) 's &vcightcd;&vcr;&pe c;)pit;ll structure. 'I'h«;»noui&t ol' total
»icon&c lol' return »«cess'&rv ti) cove&';u& c»&bed(lcd cost r(itc ol (1.76",ii) o» lon~n-t«nil d«bt is
comput«il to bL t)6,407, )78. 1h« I'L'»1&undi. 'I &)I lhc tot;lf i»con&c Io& Ict»111 of,'412, )611,247 is income
to coul»)on «quitv. Such remainder proilucc&f n return ol I t).65~/n on cou&ino» equity 'I'hc &)v«rlill

cost op el&pit»1;itic& il«count&»i' i»id f)I o Ibm&a l&df ustn)«»ts but pl'lor to th&' I'cqucstc&f Inc&'&.'cise is

i8.95n''in 'Su«h ov«rl&ll «ost ol c&if)it'll cqilllbi th&'. I"ltc ot rctul» o» I"ltc blis«shovvn on Schcd&IIL' I .

.")&It«r thc f)I'of)o»L'll Incr('(ls&' of' 'h2, 2S9,93II I'&&r tli&. pr&&p&&s«d m;erg&in in«reuse lind thc dccr«lsc tor
die»&&u&il cost over-lccovci y, »&co»le nvnllilblc ti) con»no» c&fulty l.'i $15, )4 t, s26 luld I'et»I'I& o»
c&)&run&)» cquitv is 12.60"/(). ()vcr»if c&)st ol'«»pit»i Iis d«tilil«d ii& Scli«ilul« t cqiil&ls I 0.04n/n. Slich
ovcil&l I co.'it o I I:lip&till cqi&;11s thc I:&tc of I et&i&'n on Schedule I .

Respect t'ul1) submitted b),

. bins

—;md

I
I

1. 3(lsjl . Esquire



Piedmor". Naturai Gas Company
South Carolina Opera'. ions

Net Operating ncome and Rate of Return

For:he Tweive Mont) s Enced Maich 31 2009
Docket No 2005-125 G

Schedule I

I'er
R e9 Li I a;0 I 'r'

Books

(2)
ORS

A cco u ",I I
I' 9

anc Pro Forms

(3)

CRS
~As Ad ustec

(4)
Adlustmer, ts
for f'reposed

Margin
Increase

I5)
Adlustmeii'. s

Ior Demand Cost
Uncerf(Over)

(6)

Tota. Aftei
Pmoosed

Rates

~Qti ~
I Sale and Transportation of Gas
2 Other Operating Revenues

5 211, 39,218 5 (25, 535 64i) (1) 5 186203,571 5 3 876 000 (12) $ I' 616,062i (18) S 188,463, 509
', ;. '5, 955 0 1 015 955 1 015,955

3 Total Operating Revenues 2' 5 187 219 '26 3 876 000 189 479 464

~QQ ii 0E

4 Cost of Ga'
5 Operations and Maintenance
6 Dept eclallon
7 General Taxes
8 State Income Taxes
9 Federal inrnme Taxes
10 Amortization oF)nvestrnent Tax Credits

'
xi6, 33,94i7

2, 683,975
' 1, 85?,361

r&, 566, 124
1, 098,622
4, ?68, ' 39

152,336i

(32 503,768)
I513,505)
679,203

(194 687i
(54 504)

2 65? 446

I2) 113 834 179
(3) 27 170 470
(4) 12 531 564
(5) 6 371 437
(6) 1 044 118
(7) 6 920 585

"2

8 661 (13)

'8 767 (14)
192 429 (15)

I 279 650 l16)

(1,604, 626, (19)
'13,6' 1, (20)

(7.825, (21)

'12 229, 553
2( 175,520
1?,531 5(34

6 382 379
1 236 547
8, ?00?35

11 Total 0 cretin Ex enses

12 Net 0 eratin Income
13 Interest on Customers' Deposits
14 Amortization of Debt Redemption Premium
15 Allowance for Funds Used Dunng Construction
16 Customer Growth

155,754 832

' 5 00(, &4'

, 131,468,
I 'EN253,

123 ' r&9

;1 48

414 (8),

(?59} (9),

(29 934 815}

4 399 168

167 820 01i

19 399 509
(131 468)

,
''

3 839)
123 169

5, 1 746)

1 499 Soi

2, 3 6 493

(1,616 062) 167 703 462

21 776 002
(131 468)
(13,839)
123 169
~),960

17 Net 0 eratin Income for Return 5 '49 6&02 5 4 399 323 $ 1'i 375 625 $ 2 3 6 279 S 21 751,904

Ori inal Cost Rate Base.
18 Plant in Service
19 Accumulated Depreciation

S IB?,H24 20 S
'50 '1",:03

$ 382 824 720

u 50 '
S 382 824 i20~5' 0

20 Net Plant in Seivice
Add

21 Construction Work in Progress
22 Matenals and Supplies
?3 Casn Working Capital

Deduct
24 Customers' Advances
25 Customers' Deposits
26 Accumu ated Deferred Income taxes
?7 Unr, iaimed Funds

232, 714, ' 7

' 861 fi2

?4 545 ?4?
(4 21. 1

0
4 2, 25&,

') ' 895 ' H'3

345', 44 '

I98, 171) (10')

84 072 (11)

232 14 717

1 861 262
?4 945 ?4?

(569 280)

0
4 027 297

37 'i79 255
346 447

232, 714, i17

1,861 262
?4 945, ?4?

l569 280)

0

4 027 297
37 979 255

346 447

28 Onginal Cost Rate Base: 5 ?16, 81 185 5 (18??43) 5 216 598 942 5 ?16 598 94?

29 Rate of Return 05 0 10 04i "2

10 65 12 60'/



Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2009

Docket No. 2005-125-G

Schedule 2

~08o Per
Piedmont

Per
ORS

0 eratin Revenues —Saleand Trans ortationof Gas

To decrease revenues on a going-level basis.

Total 0 eratin Revenues —Sale and Trans ortation of Gas

$ ~25.535.M7 $ +25.53 8372

$ (250535,647) $ (25,535,647)

Cost of Gas

To decrease cost of gas on a going-level basis

Total Cost of Gas

$~32,503,768 5 ~32.503.768

$ (32,503,768) S (32,503,768)

O erations and Maintenance Ex enses

To annualize the payroll expense as of March 31, 2009, and to disallow officer
salary increases in conformance with PSC Order No 2002-761. dated
November 1.2002 $ (123,781) $ (123.781)

b. I o decrease expenses for the salary and payroll investment plan The plan
allows participants to defer a portion of their base salary and the Company
matches a portion of the participant's contnbution (19,860) (19,860)

c Adjustment 3 c not used.

d To adjust pension costs induded in the fihng (89.073) (89,073)

e I o adjust uncollectible gas cost expense utilizing the method approved in

Docket No. 2006 4 G, Order No. 2006-527, dated October 11,2006 This
removes uncollectible gas cost expense from base rates and records the
amount in account ¹25304 The apphcable uncollectible gas cost rate is
22345%

f To decrease expenses for allocations to non-utihty achvities

g To decrease expenses for the Long-Term Incentive Plan.

h I o decrease expenses for the Short-Term Incentive Plan

i To increase expenses for the MVV Incentive Vlan

(161.113)

(6.914)

(182.564)

(60,168)

187.488

(161 113'

(6.914)

(182.564)

(60,168)

187,488

Page 1 of 5



Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2009

Docket No 2005-125-G

Schedule 2

Line
No 0~do Per

Piedmont
Per
ORS

j To increase expenses for group insurance.

k. To increase expenses for the Piedmont Town Center lease

I. To decrease expenses for the South Carolina assessment fee

10,054

3,443

(1.325)

10,054

3,443

(13,043)

m. To decrease expenses for items that are nonallowable for ratemaking
purposes. (140.557) (210,218)

n To increase expenses for amortization of early retirement incentive

o To increase expenses for Piedmont Town Center CAM expense

151,229

1,015

151,229

1,015

T~IIO tto dM I t 6 $ (432.126) S (513,505)

De reciation Ex ense

To increase depreciation expense on a going-level basis using the most
current depreciation study rates. $679,203 $679,203

Total De reciation E~xnse $679,203 S 679,203

GeneralTaxes

a To increase property taxes on a going-level basis

b. To decrease payroll tax expense

$2,091 $2.091

(73.140) (73.140)

c. To decrease franchise taxes (rate of 3%) and gross receipts tax (rate of
.18418%)for the adjuslment made to decrease revenues on a going-level
basis 6 ~323,636

Total General Taxes $ (71.049) $ (194,687)

State Income Taxes

To adjust state income taxes (iate of 5%) to reflec1 the impact on income ol
accounting and pro forma adlustments $ (64.729) $ (54.504)

Total State Income Taxes $ (64,729) $ (54,504)

Page 2 of 5



Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adlustments
Twelve Months Ended March 31, 2009

Docket No 2005-125-G

Schedule 2

Line
No ~Dllo

Per
Piedmont

Per
ORS

Federal Income Taxes

To adjust federal income taxes (rate of 35%) to reflect the impact on income
of accounting and pro forma adjustments. $ 2,605.350 $2.652.446

Total Federal Income Taxes $2.605,350 $2.652.446

Amortization of Debt Redem tion Premium

To increase net operating income for amortization of debt redemption
premium 414 $414
Total Amortization of Debt Redem tion Premium 414 $ 414

Customer Growth

To adlust net operating income to reflect an anticipated decrease in customer
growth (rate of (.009.%)) following the adlustments to operating revenues and
expenses. $ (425) $ (259)

Total Customer Growth $ (425) $ (259)

10 Cash Workin Ca ital

To decrease cash working capital following the pro forma adlustments to
operation and maintenance expenses (rate of 12 5%) as reflected in the
Original Fikng. $ (54,016) $ (98.171)

Total Cash Workin Ca ital $ (54.016) $ (98,171)

Accumulated Deferred Income Taxes

To adlust accumulated deferred incoine taxes to reflect the amount
attributable to South Carolina. 0 $84,072

Total 0 ratin Revenues —Sale and Trans ortation of Gas 0 $84,072

12 0 eratin Revenues —Saleand Trans ortationof Gas

To increase revenues from the sale and transportation of gas for the
proposed margin increase. ORS has recalculated this adjustment utilizing all

ORS adjustments to operating revenues $ 4,134,798 $3,876.000

Total 0 eratin Revenues —Sale and Trans ortation of Gas $4,134,798 $3,876.000

Page 3 of 5



Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2009

Docket No. 2005-125-G

Schedule 2

Line
No. ~0* 1*

Per
Piedmont

Per
ORS

0 rations and Maintenance Ex enses

a To adjust the provision for uncollectible accounts (.22345%) for the proposed
margin increase. $ 9,239 $8,661

b. To increase the utility license fee (rale of 3%) following the adjustment to
operating revenues. 12,377

Total 0 rations and Maintenance Ex nses $21,616 $ 8,661

General Taxes

To adjust franchise taxes (rate of .3%) and gross receipts tax (rate of
.18418%) for the proposed margin increase. 0 $18,767

Total General Taxes 0 $18.767

15 State Income Taxes

To adjust state income taxes (rate of 5%) to reflect the impact on income from

the proposed margin increase. $205,659 $ 192,429

Total State Income Taxes $205,659 $192,429

16 Federal Income Taxes

To adjust federal income taxes (rate of 35%) to reflect the impact on income
from the proposed margin increase $1,367,633 $1,279,650

Total Federal Income Taxes $1,367,633 $1,279,650

Customer Growth

To adjust net operating income to reflect an anticipated decrease in customer
growth (rate of ( 009%)) following the proposed margin increase $ (254) $ (214)

Total Customer Growth $ (254) $ (214)

18 0 eratin Revenues - Sale and Trans ortation of Gas

To decrease the revenue requirement for the sale and transportation of gas
associated with demand cost over-recovery. $ ~1.613,034 $ ~1,636.062

Total 0 ratin Revenues - Sale and Trans ortation of Gas $ (1,613,014) $ (1,616,062)

Page 4 of 5



Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2009

Docket No. 2005-125-G

Schedule 2

Line
No. ~04 o 6*

Per
Piedmont

Per
ORS

19 Cost of Gas

To decrease cost of gas for the demand cost over-recovery using a demand
cost allocation factor of 16.01%, based upon the most recent design day
study. $~1604.626 $ ~1.604.626

Total Cost of Gas $ (1,604,626) $ (1,604,626)

20 0 rations and Maintenance Ex enses

a. To decrease the provision for uncollectible accounts (rate of .22345%)
following the adjustment to revenues for demand cost over-recoverY. $ (3 586) $ (3 611)

b. To decrease the franchise taxes (rate of .3%) following the adjustments to
revenues for demand cost over-recovery

Total 0 rations and Maintenance Ex enses

~4,603 0

$ (8,389) $ (3,611)

21 General Taxes

To decrease the franchise taxes (rate of .3%) and gross receipts tax (rate of
.18418%) for the adjustment made to revenues for demand cost over-
recovery. $ 0 $ (7,825)

Total General Taxes 0 $ (7,825)

Page 5 of 5



Piedmont Natural Gas Company
South Carolina Operations

Average Weighted Cost of Capital
Docket No. 2005-125-G

Schedule 3

22&l tttittl
Capital

Structure Ratio
Rate
Base

Re ulato Per Books

Embedded Overall
Cost/Return Cost/Return

Income
For

Return
Rate
Base

As Ad'usted

Embedded Overall
Cost/Return Cost/Return

Income
For

Return
Rate
Base

After Pro used increase

Embedded Overall Net Operating
Cost/Return Cost/Return Income

Lotg-Term Debt

Commo Equtty

Total

765 857,535

984 273 944

' 750 131 C79

43 76%

56 2C%

QC 863,447

121 9'7 738

700 00% 216 781 185

6 76'/

7 G2%

2 960/ 6 412 769 94 783 697

3 ." 8 563 633 12' 6', 5 2

6 91'/0 14 976, 3G2 216,598 9C2

6 76%

10 65%

2 96 /0 6 407 378 94 783 697

5 99'7 2 968 2 121 815 245

8 95% 19 375 625 216,598 942

6 76%

12 600/0

2 96% 6,407 378

7 08' 15 34 520

100 ' 21 751.90



IIKFORF.

I Hl Pl{III IC SKRVICI'. CO&IMISSIOV OF

SOI } I'H CAROLINA

IJOClvKT VO 2005-125-(

IN RE:
Notice of Llection of Piedmont Natural Cias

Company. Incorporated for Application of the
Natural Cias Rate Stabilization Act to lts Rates
and Charges and Notice of Filing of Quarterly
Monitoring Report and Proposed Rate Changes
(Years 200s —200g }

)
) CFRTIFICATF. OF
) SERVICE
)
)
)
)

lhts is to notify that I Chrystal L. Morgan an employee svith thc 0{Tice of

Regulatory Staff. have this date scn cd one {'I } copy of the OFFICE OF

RKLII I.ATORY iTAFI .i RKPOR I in the above-referenced matter to th» pcrsruu's}

named below by causing said copy m be deposited in!hc I {nitcd States Postal Service

1trst c1ass posnudc prclraid and aftitted thereto and addressing as showery hclo~w-

Scott I..lliott. I-:squirc
Elliott {}cElliott, P.A

721 Olive Street
Columbia. SC, 29205

James H JeNies. IV, Esquire
Piedmont Natural Has Company. Inc

100 North Tryon Street, Ste. 4700
Charlotte, NC, 28202

Chrystal Morgan

September L 2009
Columbia, South Carolina


